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CANADA KEY ECONOMIC “INDICATORS 


All values in Canadian $ million 


and represent period averages 
unless otherwise indicated 


Exchange rate: US$1.00 = 

INCOME, PRODUCTION, EMPLOYMENT 
a rrent Prices 

GNP at Constant (year) Prices 


Per Capita GNP, Current Prices (C$) 


Plant & Equipment Investment 
Personal Income 
Indices: 


A 


1974 
C$0.978 


140 ,880 
108 , 864 

6,315 
19,906 
111,469 


B 


1975 
C$1.017 


154,752 
109, 044 

6,829 
23,236 
127 ,886 


cy 
% Change 


D 
stimate 
1976 
C$0.972 


178 ,000 
114,500 

7,600 
25,200 
147,000 


Industrial Production (1971=100) 
Avg. Labor Productivity (1961=100) 
Avg. Weekly Industrial Wage ($C) 


118.9 
160.5 
177.8 


113.4 


157.8 
202. 


119.5 
160.9 
222.5 


Labor Force (000 persons) 
Avg. Unemployment Rate (%) 


MONEY AND PRICES 
Money Supply (M1)* 

Interest rates: 

Bank of Canada Bank Rate** 
Chartered Bank Prime Rate** 
Indices: 

Consumer Prices, all items 

(1971 = 100) 

Consumer Prices, food 
Wholesale Prices, all items 
(1935 - 1939 = 100) 

Retail Sales 


- Balance of Payments and Trade 
Gold & For. ap Reserves 
(U.S. million)* 
Gross Public Debt 
‘Annual Debt Service 
Balance of Payments 2/* 
Balance of Trade 
Exports, FOB 
U.S. Share 
Imports, (FOB) 
U.S. Share 


9,706 
5.4 


14,026 


9.25 
11.50 


125.00 


143.4 
461.3 


44 568.8 


5,825.3 


553557 
1 


3,164 
+24 
535-1 

32,176.7 

21,325.1 

31,639.4 


10,05 
6.9 


16,212 


9.00 
9.75 


138.5 


161.9 
491.3 


50,481.9 


5,325.6 


62,696 


7. 


34.,537.2 


10,500 
ok 


18,157 


9.50 
10.25 


149.4 


166 
515.9 


56,500 


5 » 500 


66,700 
4,650 

+750 

-800 
37,000 
25,200 
37 ,800 


3 
21,305.9 -23,485.9 102 25, 700 
~ Main Imports from U.S. (1975): Motor vehicle parts, C$3.48 billion; 
automobiles and chassis, $2.16 billion; Trucks & chassis, C$771.7 
million; Coal, C$574 million; misc. equipment & tools C$378 million; 


Electronic computors C$324 million; wheel tractors, C$313 million; 
paper and paper board, C$259 million. 


‘Footnotes: 1/ Column C represents the percent change in B compared to A. 
2/ Net official monetary movements 
End of Period. ** As of September 


Sources: Statistics Canada and Bank of Canada Review 





SUMMARY 


Economic recovery in Canada from the mild recession of early 
1975 has been slow although the economy will probably register 
real growth of about five percent for this year. Restraint 

is the key word in government economic policies and in private 
business investment decisions. A year of federal income and 
profit controls helped to bring down the rate of inflation, 
and lower food prices kept the CPI in the third quarter to its 
lowest level of increase in three years. 


Organized labor is still chafing under the program, and the 
Canadian Labour Congress (CLC) has organized a national day 

of protest for mid-October. Joining in the criticism of the 
Anti-Inflation Board regulations now are a number of business 
groups and individuals, economists and some provincial 
authorities. A few banks and research groups are predicting, 
in the absence of GOC efforts to stimulate the economy, lower 
economic growth and higher unemployment rates for 1977. Direct 
foreign investment appears to be drying up. Many Canadian 
businessmen are looking for investment possibilities in the 
States and this gives rise to opportunities for U.S. businessmen 
and area groups seeking such investment. U.S. exporters will 
also be able to find markets in selected areas and regions for 
a variety of products ranging from earth moving equipment for 
Alberta to promotional premiums for Quebec. 





CURRENT ECONOMIC SITUATION AND TRENDS 


A_slow recovery... 

Canada's economic recovery, which began about mid-1975, has 
been modest by historical standards. Not having earlier 
experienced the deeper recession of the U.S., Canada has 

also not enjoyed the steady upward movement of the U.S. 
economy during the past year. Real GNP growth jumped by 

2.7 percent in the first quarter of 1976 but dropped to 

zero growth in the second quarter, and there was sluggishness 
in the manufacturing and mining sectors. Real final domestic 
demand -- gross national expenditure plus imports minus 
exports -- increased in the second quarter; however, cor- 
porate profits were relatively static, unemployment was high, 
and capacity utilization was low, thus providing little in- 
centive for increases in fixed capital expansion. 


guring a year of controls . . - 

The federal government's anti-inflation program of income 
and profit controls, government spending restraint, and 
agreements for federal jurisdiction over certain provincial 
economic segments has been in existence for about a year 
and produced some signs of success. In August the Consumer 
Price Index registered its lowest year-over-year increase 


in three years, and the government was expected to reach 
if not better its target of no more than an 8 percent rise 
for 1976. The average rate of increase negotiated in major 
collective bargaining agreements has been significantly 
reduced from 16.9 percent for all of last year to 11.5 
percent in the second quarter of 1976, and the Anti- 
Inflation Board, which has rolled back increases from an 
average 14.5 percent to 12.1 percent in the nearly 2,000 
cases it has reviewed, took credit for the reduced wage 
settlements. Thus, some economists were saying that infla- 
tion rates were being brought under control and that the 


economic recovery, although slow by historical standards, 
was continuing. 


brought increased criticism... 

Critics of the anti-inflation program claimed that lower 
food prices, over which the Anti-Inflation Board has little 
control, were mainly responsible for the reduced rate of 
increase in the CPI, and business criticism of the program 
intensified over new profit restrictions. Organized labor, 
opposed to the control program from the beginning, main- 
tained that the program holds down wage but not price 





increases and damages the collective bargaining process, 
whereas businessmen contended that the profit restraints 
inhibit investment and job creation. The Canadian Labour 
Congress held a "national day of protest," set for 
October 14. 


and new weakness in the economy developed. 
The Index of Industrial Production rose 1.1% in August, ending 


a three-month slide, but remained below the May level. Total 
fixed investment increased only 0.9 percent in real terms in 
the second quarter, and business real investment in non- 
residential construction fell 0.9 percent in the same period. 
The merchandise trade balance improved, but growing deficits 
in service payments, largely as a result of huge overseas 
borrowings, kept the current account deficit at record levels. 
New housing starts began to slip in mid-year, and direct 
foreign investment was down considerably. 


The Canadian dollar was at a premium... 
The large spread between U.S. and Canadian interest rates 


fostered record placement of Canadian bond issues abroad. 
Canadian net issues abroad were over C$4.8 billion for the 
first six months of 1976 as opposed to $5.2 billion for all 
of 1975. The conversion of these overseas borrowings kept 
upward pressure on the Canadian dollar, and in September 


the Canadian dollar was trading at about a 3 cent premium 
to the U.S. dollar. The Bank of Canada's tighter money 
policy (Ml to grow between 8 and 12 percent) announced in 
August has helped to keep Canadian interest rates high. 


labor was restive ... 

At its biennial convention the CLC Executive was not only 
given unprecedented power to call the national day of protest 
but was also authorized to seek a fundamental restructuring 

of Canadian institutions in the form of tripartite power 
sharing between government, business, and labor on major 
economic and social issues. The Government has held prelimi- 
nary discussions on a tripartite consultative forum with labor 
and business but, given the divergent views, no early agreement 
on form and substance is likely to emerge. The apparent 
futility of calling strikes under conditions where the Anti- 
Inflation Board is the final arbiter on monetary matters has 
not resulted in any lessening of industrial conflicts. In 

the first five months of this year 3,338,620 man-days were lost 
due to work stoppages, some over non-wage issues, representing 
a 900,000 increase over the comparable period in 1975. 
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and provincial economic recovery was spotty. 

The Atlantic provinces appear most affected by the sluggish 
economic recovery in Canada. These provinces generally have an 
unemployment rate higher than the national average and a 
business cycle that lags the rest of Canada, and they have 
not yet participated in the construction industry recovery 
of early 1976. Tourism this year and prospects for 1977 
are not particularly encouraging because of lodging and 
meal cost increases, and energy problems continue to cause 
concern in the region. The buoyant sectors of these pro- 
vincial economies have been and will probably continue to 
be in renewable resource industries; e.g., forestry, agri- 
culture and fishing. 


Restraint in both the public and private sectors dominates 
the Ontario economy, with public sector restraint due to a 
revenue crunch and private sector restraint stemming from 
uncertainties in the business community over profit curbs, 
the strength of the Canadian dollar affecting export competi- 
tion, lack of productivity gains, and a decline in foreign 
investment. The dynamic investment climate in Ontario of 
past decades has been dampened, and the Ontario Premier and 
the Industry Minister led a mission to Europe to restimulate 
investment interest. 


The Prairie Provinces, led by Alberta, have had a much better 
economic year than the rest of Canada. Although potash 
prices are down and mineral mining activity in other areas 

is still relatively weak, well above average crops in 1976 
are bolstering this area's economy. In Alberta, boom condi- 
tions exist in the construction industry, and newly announced 
changes in oil royalty regulations may promote secondary and 
tertiary recovery efforts, thus slowing the rate of decline 
in oil production. Alberta's economy is growing at record 
levels and provincial GDP for 1976 could well surpass the 

28 percent increase in 1975. 


Quebec's business cycle upturn continues to be slow and un- 
impressive. Major drags on thé economy are found in the 
textile industry, which continues to be semi-depressed, and 
in the pace of construction, which was levelling off even 
before a current strike affecting many of Quebec's 150,000 
construction workers. The labor situation is a major worry 
with strikes adversely affecting many sectors of the economy. 
Some business firms have also encountered difficulties in 
assessing the effects on their operations of the province's 
official language act, under which regulations require that 
labels, signs, and operating manuals be in French and that 
other business operations be conducted in that language. 





Recent assessments of the economy of British Columbia by 
provincial officials and the Employers Council show con- 
siderable uncertainty surrounding the rate of economic re- 
covery~in that province. In its mid-year survey, the 

‘' Council concluded that the outlook for the remainder of 
1976 is only fair at best, citing the following reasons 

for a less buoyant outlook: the high unemployment rate, 
continued labor-management conflicts, a pessimistic outlook 
on inflation, the lack of rebound in after-tax profits, and 
a@ perceived overvaluation of the Canadian dollar. 


Economic forecasts were for slower proweh aa 

Banks, brokerage houses and research organizations were pre- 
dicting real GNP growth of about 5 percent for all of 1976 
and dropping to slightly less than 5 percent for 1977. Real 
business capital formation is expected to remain static, 

and residential construction will probably decline from the 
high levels of late 1975 and early 1976. The unemployment 
level will likely rise to 7.5 percent unless the federal 
government decides to stimulate the economy. Most fore- 
casters believe the Canadian dollar exchange level should 
drop before the end of the year or early in 1977 to par 
with the U.S. dollar, but few are willing to say precisely 
when. The rise in the CPI will probably be under 8 percent 
for 1976, but it is difficult to see how the GOC target of 
6 percent for 1977 can be reached with expected higher 
energy and food costs, wage settlements running above the 
A.I.B.'s own guidelines, and no drop yet in the Wholesale 
Price Index. Government economists are still pinning their 
hopes on the continued recovery in the U.S. to stimulate 
the Canadian upturn. 


and Canadian investors. look south. 


Statistics Canada figures on direct investment flows north 
and south of the border for the first six months show a net 
outflow of U.S. direct investment from Canada of C$43 million. 
Although Canadian direct investment in the U.S. was reported 
to be only $26 million for the same period, our Consulates 
General report much greater interest on the part of Canadian 
businessmen seeking investment opportunities in the States. 
Businessmen cite lower increases in wages, less strike 
activity, and a lower rate of inflation in U.S., fears of 
continuing controls in Canada, and the unfavorable exchange 
rate as principal reasons for their looking to U.S. for 
possibilities of expanding their operations. 





8 
IMPLICATIONS FOR THE UNITED STATES 


Trade 


On a customs basis, total Canadian exports for the January 
to August period increased in value 10.9 percent over the 
same period in 1975 to a total of C$24,739.7 million. 
Exports to the United States of C$1 5789.0 million were 21.7 
percent above the 1975 level for the period. The U.S. share 
of Canadian exports rose from 65.2 percent during this period 
in 1975 to 67.9 percent for 1976. Natural gas deliveries to 
the United States rose $425.8 million over 1975 figures (an 
increase of 67.3 percent) due to substantial export price 
increases and automotive exports to all countries (90 percent 
of this total were to the U.S.) rose $2,047.0 million, an 
increase of 58.4 percent over the January-August period in 
1975. Shipments of forestry products, ores and metals also 
registered strong advances. Forestry products rose from 
$2,191.9 million to $3,723.4 million, a 69.9 percent gain. 
Metal ores, concentrates and scrap shipments increased 
dramatically from $386.9 million to $1,594.4 million, a more 
than three fold gain. Even more impressive was the increase 
- ee of wheat shipments from $5.9 million to $1,213.0 
liion. 


On the import side, Canada's eer purchases during January- 
August 1976 increased $2,267. 


million to a total of $25,043.3 
million, a 9.9 percent gain. Imports from the U.S. were 
valued at $17,033.3 million, es 10 percent over the 
previous period, and accounted for 68.0 percent of Canada's 
total imports, a 1.4 percentage point increase in the U.S. 
share over the previous year. Contrasting with increased 
imports from the U.S., Canadian foreign purchases from other 
sources declined with the major factor being a drop in pur- 
chases from the EEC (including the United Kingdom) from 
$2,189.5 million in January-August 1975 to $2,113.4 million 
for the same period in 1976, a $76.1 million (3.5 percent) 
decrease. Automotive products, machinery and equipment 
contributed to the rise in imports from the United States. 
Automotive imports, mostly from the U.S. increased $1,048.8 
million, a 20.9 percent gain. Automotive imports from the 
EEC, however, declined slightly during this period. 


Oil and Gas 


In accordance with Canada's program for phasing-out crude oil 
exports, authorized shipments to the U.S. declined to 450,000 
b/d on July 1, and further cuts are expected later in the 
year. A delay in the on-stream operations of the Sarnia-to- 
Montreal Pipeline has temporarily delayed the timetable for 
reduction of exports. An export charge continues to be 
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applied to crude oil and other petroleum exports in an amount 
equivalent to the difference between the controlled domestic 
crude price and the cost of off-shore oil. The controlled 
price -of domestic oil increased by C$1.05 to C$9.05 per 
barrel on July 1 and will go to C$9.75 on January 1, 1976. 
The export charge will be correspondingly adjusted downwards 
but the price of Canadian oil to U.S. importers will remain 
the same. Natural gas export prices were increased to $1.80 
per mcf on September 10, from the prevailing $1.60 per mef, 
and will go to $1.94 per mcf on January 1, 1977. ‘The States 
most affected by this price increase are California, Washing- 
ton, Oregon, Montana, Wisconsin, Minnesota, New York and 
Vermont. Renewed exploration and development activities 

in Western Canada in late 1975 and early 1976 give rise to the 
hope that exports can be maintained near the long-term con- 
tract delivery obligation level of approximately one trillion 
cubic feetper year. 


The Bank Act 


In August the GOC released a White Paper on proposed changes 
in the Bank Act, which will expire on June 30, 1977, including 
allowing foreign banks to become chartered banks, setting up 

a new nation-wide payments system, permitting banks to do 
leasing and factoring, and giving greater discretionary powers 
to the Finance Minister in regulating banking activity. 
General reaction to the White Paper, which calls for increased 
banking competition and efficiency, has been favorable although 
questions have been raised about proposed limitations on 
foreign banks' size and regarding new reserve requirements. 
Thirty of the approximately sixty foreign banks now engaged 

in some form of financial activity in Canada are U.S. banks, 
and presumably they could become chartered banks under the 
proposed revisions. The Embassy would be pleased to discuss 
the Bank Act changes with representatives of U.S. banks not 
now operating in Canada. 


Investment 


Balance of payment figures for the first half of 1976 show 
relatively little direct foreign investment flows to Canada 
during the period, only C$50 million as opposed to C$371 
million in the comparable period last year. Canadian direct 
investment abroad was also down, C$220 million versus $366 
million, but increases in the second quarter brought the 
average quarterly level near the levels for 1974 and 1975. 


Phase II of the Foreign Investment Review Act, pertaining 

to the establishment of new business, has now been operating 
for a year, and decisions under the section, as with previous 
takeover screenings, appeared to be nondiscriminatory as to 
nationality of the investor. , 
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Our Consulates General in Montreal and Toronto report greatly 
increased interest by Canadian businessmen in investment oppor- 
tunities in the U.S. State investment authorities in 
Pennsylvania, Michigan and Tennessee are capitalizing on this 
interest by sending investment teams here. Other State in- 
vestment groups might consider organizing similar delegations 
to visit major Canadian cities to explore joint venture and/or 
wholly-owned operations in the States with Canadian companies. 


Opportunities 

Despite the uncertain pace of general economic activity, the 
U.S. Consulates General across Canada continue to report some 
attractive trade prospects in the various regional markets. 

In Ontario there appear to be possibilities for U.S. manu- 
facturers of consumer durables whose production cost advantage 
and/or novelty overcome duty, tax and transportation factors. 
Markets should also be good for add-ons and attachments for 
existing machinery if the products increase output or diversify 
functions. kEmergy saving and pollution-control equipment is 
also believed to have a continuing market potential in Ontario, 
but equipment should be novel. 


Commercial products having the best prospects in Atlantic 
Canada include the following: equipment for the coal mining 
industry; farm equipment, especially for root crops; equip- 
ment for the logging and lumbering industry, and fishing in- 
dustry equipment. 


In Quebec textiles, mill products, apparel and other textile 
products continue to offer comparative advantages to U.S. ex- 
porters. It should be noted, however, that there is strong 
domestic pressure for protection in this industry. Demand 
remains high in this province for U.S. construction equipment 
and supplies, builders' hardware, housewares, home decoration 
products and maintenance products. U.S. exporters could also 
find possibilities with process control instrumentation equip- 
ment, motors, generators, measuring, monitoring and controlling 
devices, and for miscellaneous fabricated metal products. 
Interest is also expected to continue high in educational and 
training consumables, giftware and premiums for advertising 
and promotional use. 


In British Columbia the emphasis on capital investment has 
changed from spending on expansion to repair and modernization, 
and U.S. equipment may have sales opportunities. The increase 
in new housing starts in the province should also provide some 
opportunity for U.S. exporters of consumer durables. 


Alberta provides a rapidly growing market for U.S. goods and 
services and in general is very receptive to new foreign in- 
vestment. Areas which appear to have particularly good 
potential for U.S. suppliers are earth moving equipment, 
environmental testing devices, process control instrumenta- 
tion, transportation equipment, and pipeline materials. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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TRAVEL with Overseas Business Reports 
(OBRs)—75 a year— to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


© trade patterns 
industry trends 
distribution channels 
transportation facilities 
trade regulations 
prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 
Take a look at the country’s 


Foreign trade 

Foreign investment 
Finances 

Economy 

Basic economic facilities 
Natural resources 
Population 


SEE the OBR World Trade Outlook series for a twice- 
a-year analysis of U.S. export prospects to al/ major 
trading countries. 


VIEW other special reports such as: 


© Appraisal of China’s Foreign Trade Policy 
Basic Data on the Economy of the Soviet Union 
A Business Guide to European Common Market 
A Guide to End Users and Research Organizations 
in Hungary 
© Quarterly statistics reports on U.S. foreign trade 
START your tour now for only $36.50 a year by mailing 
the coupon below. 


(Single copies are available for 50¢ each from the Publication Sales 
Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 


~ 4 MAIL ORDER FORM TO: 
} Superintendent of Documents 
Government Printing Office 
_] Washington, D.C. 20402 
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INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the 
U.S. Department of Commerce, it lists 
a wide variety of documents containing 
a wealth of information for the overseas 
marketer. The Index catalogs spot news 
and timely surveys of Industrial, com- 
munity, commercial or economic con- 
ditions in more than 100 countries. 

Included is all in-depth market 
research performed by Commerce’s 
Bureau of International Commerce 
(BiC)—that requested by foreign mar- 
ket research for the target industry 
program or in support of the Depart- 
ment's participation in international 
promotional events. 

About 100 reports, sent to Washing- 


ton by U.S. Foreign Service Officers, 
are received and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the 
Index will be charged between $2 and 
oe documents depending on their 
ength. 


For additional information 
or to subscribe, write 
National Tech Information Service 
Box 1553, Virginia 22161 

or your nearest 

Commerce D 


Office 
(listed inside back cover), or 
a Soe dy yee 

joom S. Department of 
Commerce, arr D.C. 20230. 
Telephone 202-3 





